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Defense Efforts of the Free Nations 


As the second stage of the “great debate” on foreign 
policy draws to a close it is important that the issues be 
clarified and the facts be revealed. Hearings on the 
Wherry Resolution offered the public an opportunity to 
hear the views of our leading statesmen, diplomats, and 
key military men. 

Generally, Sen. Taft and Ex-Pres. Hoover support Sen. 
Wherry in asking Congressional approval for the alloca- 
tion of U.S. troops to Europe. Governor Dewey and Mr. 
Stassen agree with Sec’y. Marshall and Gen’. Eisen- 
hower in believing that specific Congressional authority 
for the dispatch of troops limits the effectiveness of the 
North Atlantic Treaty Organization. 


Senators Russell and Connally submitted one of the 
alternative resolutions which may be acceptable to those 
who have questioned Presidential authority to send troops 
abroad. This resolution recognizes the President’s au- 
thority to send U.S. troops to Europe under the North 
Atlantic Treaty. In so doing, however, the President 
must consult the Secretary of Defense and the Joint 
Chiefs of Staff, the Supreme Allied Commander in Eu- 
rope, the Committees on Armed Services in the Senate 
and House, the Senate Foreign Relations Committee and 
the House Foreign Affairs Committee. The resolution 
also requests that our allies in Europe must be making 
“contributions to the joint defense of Western Europe 
commensurate with their ability, geographic position and 
general economic condition.” ‘The President is asked to 
submit reports to Congress, at not more than six-month 
intervals. 


Contribution of Our Allies 
A. In Europe. As of December 1950, about 2,300,000 


men were under arms in the Ground Forces of the U.S. 
and the North Atlantic Treaty countries, while total 
armed forces were about 4,500,000. In addition, about 
2,700,000 individuals were in the organized reserves of 
those countries. Estimates show that the U.S. has 15 
men per 1,000 of population under arms, while France 
has 17, the United Kingdom 14, Belgium 12, and the 
Netherlands, 11. 


(Note: The Soviet Union armed strength is said to be 
4,000,000 men and its satellites, excluding China, have 
approximately 1,000,000 men under arms.) 


Nine countries in the Pact have compulsory military 
service ranging from one to two years. The table below 
describes proposed defense efforts in monetary terms of 
the Pact countries for 1951. 


Gross Nat’] Military GNP 
Country Product * Expenditures _ Percent 
MILLIONS MILLIONS ~ A 
Belgium-Luxemburg ....... $ 6,582 $ 289 4.4 
PCM oink ok 3,020 85 2.8 
Oa a ane ahem et, 25,378 2,450 9.7 
Read eI 2 Pawlesh Oh 14,450 915 6.3 
Wetmermands 2°56 20 2 ce 5,209 392 6.5 
1 a 2 | Sa Aa a OE £ON 1,810 91 5.4 
a, : GR ee ated Ee 1,935 57 2.9 
United Kingdom ........... 40,335 3,640 9.0 
MRE bey Cet sk ree ad 98,717 7,919 8.0 
CMG ess Vn. 3 a DE eke 19,000 1,520 8.0 
Ree ENED ok Shades 308,000 48,473 isa, 


* The total amount that is spent by a country for all things—personal, 
private industry and government. 


On the basis of the above, is it accurate to say that 
Europe has not contributed to defense, especially when 
this contribution is in addition to expending great ener- 
gies On post-war economic recovery? This has taken an 
enormous amount of manpower and money. We are 
asked to reduce our living standard 5°{ for defense, but 
a comparable decrease in European standards has far 
greater consequences than it has for us. For the U.S. 
citizen it may mean absence of a new car; for Europe 
it may mean a sharp reduction in essential food supplies. 


For some it is difficult to tell which should come first: 
Do we wait for complete assurance from the Pact nations 
before we agree to send troops? Or do they wait for a 
U. S. commitment before preparing extensively for de- 
fense? Since World War II, the U.S. has been the only 
country with the resources to take the lead, but given 
the above facts it appears that our allies are doing their 
share. 


B. In Korea. As Congress and the U.S. public evaluate 
our leadership role in the defense effort, United Nations 
armies are still fighting in Korea. Exclusive of the U.S., 
nine nations are now represented by army combat forces 
in Korea while 37 nations have offered relief supplies 
totaling $59.5 million. Our allies have contributed 9°/ 
of the ground troops and the South Koreans 43%. These 
figures do not include British efforts in Malaya and 
French forces in Indo-China. Consideration of these facts 
may make us better able to determine the extent and 
value of USS. efforts in binding our defenses with those 
of other nations. 
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Credit Control Problem 
Il. THE QUESTION OF AUTHORITY 


In the February 19 issue of Trenps the economic as- 
pects of the controversy between the Federal Reserve 
Board and the Treasury were outlined. The second ques- 
tion in which the two are concerned is that of authority 
and function. 

The Treasury is part of the Executive Branch of the 
Government. The Federal Reserve System, on the other 
hand, was created by Congress in 1913 as an independent 
agency reporting only to Congress with the traditional 
powers of a central bank. Like all central banks, its 
primary function is the control of the money supply. Its 
function and its independence were emphasized in the 
revision of the Federal Reserve Act in 1935 which en- 
larged the Board of Governors, removed from the Board 
the ex-officio members (the Secretary of the Treasury 
and the Comptroller of the Currency), gave the Board 
added powers over bank reserves and statutory recog- 
nition to the system’s dealings in government and other 
securities in the open market. 

Except for the two war periods, it has been acknowl- 
edged that the function of the Board is, in its own words, 
“to endeavor, within the powers granted by law or vested 
by custom, to see that the money supply is neither too 
large nor too small for the maintenance of stable eco- 
nomic progress.” 


Effects of War 


During World War I and again during World War 
II, however, this function was temporarily neglected. In 
the words of a leading authority, “whatever the financial 
policy adopted by a government in time of war may be, 
it is the imperative duty of the management of a central 
bank to cooperate loyally in executing that policy.” The 
policy determined by the Treasury during World War 
II and continued to date in spite of an inflationary 
situation was that of floating government security issues 
at low interest rates. The Federal Reserve System “has 
supported the market” for government securities at these 
low “pegged” rates since 1942. 


Debate in Congress 


Since last spring inflationary pressures have mounted 
and anti-inflationary measures have proved less than ade- 
quate. Selective controls on installment credit, while 
effective in their own field, did not operate to restrict the 
overall expansion of the volume of credit. Consequently 
there have been urgent demands by some economists and 
others that the Federal Reserve Board now assert its 
independence and “conduct its operations with an eye 
singly to their effects on the supply of money and credit 
on the level of prices.” 

Others have insisted that the Federal Reserve should 
continue to “cooperate” with the Treasury. The Secre- 
tary of the Treasury announced his decision in Jan. that 
“the refunding and new money issues of the government 
will be financed within the pattern of the 214% rate.” 

The controversy has become the subject of Congres- 
sional hearings and debate. Sen. Douglas of Illinois has 
announced that if the Treasury does not yield he will 
propose a resolution “providing that the control over the 
total supply of credit be put into the hands of the Federal 
Reserve Board.” If agreement between the Board and 


the Treasury proves to be impossible, the final resolution 
of the conflict might have to be between the President 
and Congress. 


District Home Rule 


Home rule for the District of Columbia is again being 
considered by Congress. The Senate District Committee 
is concluding hearings on the Taft-Kefauver bill (S. 
656), the successor to the Senate-passed S. 1527 of the 81st 
Congress. 

S. 656 would extend to the nearly one million residents 
of D.C. the right of suffrage in local government. Instead 
of the cumbersome and undemocratic system of govern- 
ing the District by three Presidentially-appointed com- 
missioners, the home rule measure would provide a 
council-manager charter, with an eleven-member District 
Council. Two members would be empowered to pass 
ordinances without Congressional approval but legisla- 
tive matters would be subject to a veto by both Houses 
of Congress or by the President. Congress would also 
retain the right to enact its own District legislation 
which would take precedence over Council action. 

The Taft-Kefauver bill would authorize a thorough 
reorganization of the D.C. government by consolidating 
nearly 66 separate agencies into 12 departments with 
directors appointed by the District Manager. 

Not only would the home rule bill give the District 
residents the democratic right to control their own affairs, 
it would also preserve the ultimate authority of Congress 
over the District as stipulated by the Constitution. The 
passage of this measure would free Congressmen from 
the time-consuming task of running a large metropolitan 
area so that they would be able to devote their time and 
energy to pressing national and international problems. 
It may well be that a determined drive for home rule 
during the present Congress will push the measure over 
the top. 


*% CURRENT LEGISLATION * 


Rent Control (S. J. Res. 39): Senate Committee on Bank- 
ing and Currency voted on February 26 to extend the 
present rent-control law until June 30, 1951. Present 
law expires March 31. 

D.C. Home Rule (S. 656*): Hearings on S. 656 are near- 
ing conclusion in the Senate. (See above.) 

Aid to India: The House Committee on Foreign Affairs 
voted on March 1 to report H. R. 3017 authorizing a 
grant of not more than $190 million for food grains to 
alleviate famine in India. 

Reciprocal Trade* (H. R. 1612): Hearings are being held 
before the Senate Finance Committee. On March 6 the 
League will testify before this Committee opposing the 
four amendments added by the House. (See Trenps 
2/19/51, and President’s Letter 2/26/51.) Widespread 
public support particularly from business men will be 
needed to persuade the Senate to extend Reciprocal Trade 
without these amendments. 

Troops to Europe: Senate Committees on Foreign Rela- 
tions and Armed Services have concluded hearings on S. 
Res. 8 (Wherry, R., Neb.) limiting the assignment of 
ground forces to Europe without the approval of Con- 
gress. (See above.) 


* Indicates League support. 
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